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We affirm that:

We are certified public accountants licensed to practice in Michigan,

We further affirm the following material, “no” responses have been disclosed in the financial statements, inciuding the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. {See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reparting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balancesfunrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expendituras.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Depariment of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The tocal unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsfinvestments that comply with statutory requirements,

The Jocal unit has no illegal or unauthorized expenditures that came to our attention as defined in the Buffetin for
Audils of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not

included in this or any other audit report, nor do they oblain a stand-alone audit, please enclose the name(s), address(ss), and a
description{s} of the authority and/or commission.

|, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification}
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Bruce A RuRkila, CPA, PC

310 Shelden Avenue » Houghton MI 49931
(906) 482-6601 + Fax: (906) 482-9046
e-mail: help@brucerukkila.com
www.brucerukkila.com

INDEPENDENT AUDITOR'S REPORT

Honorable President and Members of the Village Council
Village of Ontonagon
Ontonagon, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the
Village of Ontonagon as of and for the year then ended March 31, 2007, which collectively comprise the Village's basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the Village’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the Village of Ontonagon as of March 31, 2007, and the respective changes in financial position and, where

applicable, cash flows thereof for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated September 27, 2007 on our
consideration of Village of Ontonagon’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That report is an integral part

of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the results
of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 8 through 14 and 38 through
40, are not a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express any opinion on it.



Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
Village of Ontonagon’s basic financial statements. The additional information on pages 42 to 54 is presented for purposes
of additional analysis and is not a required part of the basic financial statements. This additional information has been
subject to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

Brece A. Rukkila,CPA, Pe

September 27, 2007 Certified Public Accountants
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Honorable President and Members of the Village Council
Village of Ontonagon
Ontonagon, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the
Village of Ontonagon as of and for the year then ended March 31, 2007 which collectively comprise the Village’s basic
financial statements and have issued our report thereon dated September 27, 2007. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village of Ontonagon’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards.

Internal Control Qver Financial Reporting

In planning and performing our audit, we considered Village’s internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Village’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Village’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the Village’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the Viilage’s financial statements is more
than inconsequential and will not be prevented or detected by the Village’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a

remote likelihood that a material misstatement of the financial statements will be not be prevented or detected by the
Village’s interna! control.



Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses, as defined above.

This report is intended for the information of the audit committee, management, and federal awarding agencies, and pass-
through entities. However, this report is a matter of public record and its distribution is not limited.

Bhruee A. Ruktila,CPR, AL

September 27, 2007 Certified Public Accountants



Village of Ontonagon
Management’s Discussion and Analysis
March 31, 2007

This section of the Village of Ontonagon’s annual Financial Report presents the Management Discussion and Analysis
of the Village’s financial activities during the fiscal year ended March 31, 2007. The analysis focuses on the Village’s

financial performance as a whole. It is intended to be read as part of the Village’s financial statements, which immediately
follow this section.

Financial Highlights

The Village of Ontonagon budgeted funds within budget at the end of the year. Total expenses for governmental activities

totaled $1.5 million. Total expenses for business-type activities totaled $1.0 million. The year end fund balance for the
General Fund was $450,683.

This year, activity for the Marina and Fire Department are being reported as individual funds in the governmental
activities, Reports are presented on pages 47 and 48.

Fixed assets additions for this year totaled $473,034, which included a 2006 Pierce DX Tanker for the Fire Department,

the welcome sign at the entrance of the Village and the completion of the joint project of the Salt Shed with Michigan
Department of Transportation.

The Village reduced it debt by a total of $312,525. A detail summary of the changes in the long-term debt for the year
end is located on page 33 in the footnotes.

The Ontonagon Memorial Hospital, a component unit of the Village reported a $265,058 operating loss in 2007 compared
to an operating loss of $797,394 in 2006. The General Fund advanced $50,000 to the Ontonagon Memorial Hospita] for
the appointment of a consultant to assist in improving the financial position.

Overview of the Financial Statements
The annual report consists of a series of financial statements including other requirements as follows:

* Management’s Discussion and Analysis introduces the basic financial statements and provides an analytical overview
of the Village’s financial activities.

* The Government-wide Financial Statements consists of a Statement of Net Assets and a Statement of Activities. These
provide information about the activities of the Village as a whole and represent an overall view of the Village’s finances.

Statement of Net Assets and the Statement of Activities

These statements provide information that help determine how the Village is doing financially as a result of the
year’s activities. The statements are shown using a full accrual basis.

The Village’s net assets and the changes in the net assets during the year are reported by these two statements,
Increases or decreases in the Village’s net assets is one way to determine if the financial position of the Village is

improving or deteriorating. However, non-financial factors will need to be considered as well to determine the
overall financial position of the Village.

There are two kinds of activities in the Statement of Net Assets and the Statement of Activities:

Governmental Activities - Most of the Village’s basic services are reported here, including general administration,

fire, public works, and parks and recreation. These activities are financed primarily by property taxes,
intergovernmental revenues, and charges for services.



Village of Ontonagon
Management’s Discussion and Analysis
March 31, 2007

Overview of the Financial Statements - Continued

Major Funds: Under GASB Statement 34, the andit focus has shifted from governmental type funds to major
funds. Major funds are the largest funds in terms of assets, liabilities, revenues or expenses/expenditures. This
allows the reader to see more detailed activity of the major funds. For the Village of Ontonagon the General
Fund, Road Fund, and Fire Fund meet this requirement.

Non-major Funds: In the basic financial statements, non-major funds are consolidated into one column. These

are smaller, less active funds. Detailed information about non-major funds can be found after the notes to the
financial statements.

Business-Type Activities - The Village’s sewer and water activities are reported here. A fee is charged to customers
to help defray the cost of these services.

« Fund Financial Statements tell how governmental services were financed in the short term as well as what remains for
future spending. These statements also report the Village’s operations in more detail than the Government-wide
Financial Statemnents by providing information about the most significant funds.

* Notes to the financial statements provide additional information that is essential to a full understanding of the data
provided in the basic financial statements.

* Required supplementary information, other than Management Discussion and Analysis, provides information about the
required budgetary comparison information.

* Other supplementary information provides detailed information about the General Fund, Special Revenue Funds, and
Proprietary Funds.

Governmental Funds - The Village’s basic services are mainly reported in this type of fund, which concentrates on
how money goes into and out of those funds and the balances left at year end that are available for spending.
Modified accrual accounting is the reporting method used for these funds. These statements provide a short-term
view of the Village’s general governmental operations and the basic services it provides in detail. Information in

these statements help determine whether there are more or fewer financial resources that can be spent in the future
to finance the Village’s programs.

Governmental funds are essentially the same as the governmental activities with the exception that internal services
are included in governmental activities but not as governmental funds. Governmenta! funds use a modified accrual

basis of accounting and focus on near-term inflows and outflows of spendable resources and on the balances of
spendable resources,

In governmental funds, capital outlay and debt principal are reported on the Statement of Revenues, Expenditures
and Changes in Fund Balance and depreciation is not recorded. The rule for reporting accrued vacation is more
restrictive. The Balance Sheet for governmental funds does not include any capital assets or long-term debt.



Village of Ontonagon

Management’s Discussion and Analysis
March 31, 2007 -

Overview of the Financial Statements - Continued

Proprietary Funds - Proprietary funds use a full accrual method of accounting for both government-wide statements
and fund level statements. There are two types of proprietary funds.

Enterprise funds are used to report business like activities. In general, these funds charge a fee for their services.
The Village uses enterprise funds for water and sewer. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Assets and the Statement of Activities. The Village’s enterprise
funds are the same as the business-type activities we report in the government-wide statements but provide more

detail and additional information, such as cash flows for proprietary funds. All enterprise funds qualify as major
funds.

Internal service funds provide services to other Village activities or functions. Internal service funds facilitate
cost allocation of centralized services such as vehicle and equipment maintenance. The Village of Ontonagoen
Equipment Fund is the only internal service fund.

Component Units - The Village has two component units that are separate legal entities for which the Village has
some level of financial accountability. These component units are shown in a separate column. They include

Ontonagon Memorial Hospital and the Downtown Development Authority. More information about the component
units can be found in the Notes.

The Village has a third component unit, the Ontonagon Housing Commission. The Village is not financially
accountable for the Housing Commission nor does it have a significant relationship. Therefore, the Housing
Commission is not included as part of the Village reporting entity.

Summary of Net Assets
Governmental Business-type
Activities Activities
Assets

Current and other assets 5 1,658,590 % 583,439
Restricted investments 0 1,078,454
Capital assets - Net of accumulated depreciation 2,335,858 21,368,825
Total Assets _§ 3994448 § 23,030,718

Liabilities
Current liabilities $ 46,316 % 344,508
Long-term liabilities 367,973 9,359,862
Total Liabilities 414,289 0,704,370

Net Assets
Invested in property and equipment - net of related debt 2,033,661 (537,383)
Contributed Capital 248,780 12,242 346
Restricted for debt service 0 839,034
Unrestricted 1,297,718 782,351
Total Net Assets 3,580,159 13,326,348

Total Liabilities and Net Assets ~ § 3994448 § 23,030,718

10



Village of Ontonagon
Management’s Discussion and Analysis
March 31, 2007

Results of Operations

Governmental Business-type
Activities Activities
Revenues
Program Revenue:
Charges for services 5 69,363 b 1,356,833
Grants and contributions 178,948 0
Capital grants and contributions 557,408 0
General Revenue:
Property taxes 622,221 0
State shared revenue 178,840 0
Other 160,756 52,885
Transfers 0 100,000
Total Revenue 1,767,536 1,509,718
Functions/Program Expenses
General government 141,637 0
Public safety 72,074 0
Public works 480,380 1,074,178
Recreation and culture 91,585 0
Community services 59,884 0
Other 369,955 0
Transfers 150,000 0
Total Expenses 1,365,515 1,074,178
Change in Net Assets 402,021 435,540
Net Assets - Beginning 3,178,138 12,890,808
Net Assets - Ending 3 3.580,159 5 13,326,348

The following two charts highlight the Village’s governmental activities by revenues and expenses.

Revenues-Governmental Activities

Other (5.09%) harges (3.92%4)

Transfers (0.00%

State (10.12%)

rants (41.66%5)

Taxes (35.20%)

11



Village of Ontonagon
Management’s Discussion and Analysis
March 31, 2007

The most significant portions of the revenues for all governmental activities of the Village comes from property taxes. The
Village’s operating millage was 12.50. The Village charter allows the Village to levy up to 20.0 mills for operations.

The state revenue represents state shared revenue and funds for the Major and Local Street Funds from the Michigan
Transportation Fund.

The grant revenue is for salt storage shed, fire equipment, rental rehab project and M-64 Bridge project.

Expenses-Governmental Activities

Transfers {10.98% ' General (10.37%)

Other {27.09%0)

Public Works (35.18%)

Community (4.39%)
Recreation {6.71%)

The general area expenses represent village hall activities. The major, local and road expenses are included in the public

works area, which includes the salt shed building and M-64 bridge expenditures. Marina expenses are included in the
recreation.

12



Village of Ontonagon
Management’s Discussion and Analysis
March 31, 2007

The following two charts highlight the Village’s business-type activities by revenues and expenses.

Revenues-Enterprise Funds

Other (3.50%)

Transfers (6.62%)

Charges (89.87%)

Expenditures-Enterprise Funds

13



Village of Ontonagon
Management’s Discussion and Analysis
March 31, 2007

Financial Analysis

Governmental Funds: The focus of the Village’s governmental funds is to provide information on near-term inflows,
outflows and balances of spendable resources. Such information is useful in assessing the Village’s financing

requirements. In particular, unreserved fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Village’s governmental funds reported combined unreserved fund balances
of $1,284,403.

The General Fund is the main operating fund of the Village. Atthe end of the current fiscal year, unreserved fund balance
of the General Fund was $450,683. As a measure of the General Fund’s liquidity, it may be useful to compare both

unreserved fund balance to total fund expenditures. Unreserved fund balance represents 73% of total General Fund
expenditures.

The fund balance of the Village’s General Fund decreased by $99,321 during the fiscal year. Key elements of this
decrease are the reduction of state shared revenues and the increase in the cost of employee benefits.

Proprietary Funds: The Village’s proprietary funds provides the same type of information found in the government-wide
financial statements, but in more detail.

Fund equity at the end of the year amounted to $13,326,348. Of this amount $12,242,346 is contributed capital from
federal and state grants, net of amortization, $839,034 is restricted for debt service.

Budgetary Highlights
During the year ended March 31, 2007, the Village amended the budget twice. The amendments were done to cover
unbudgeted expenditures. The amendments were mainly required to reconcile actual versus budgeted level effort required

for various maintenance activities in the different funds.

Capital Assets and Debt Administration

The Village’s investment in capital assets for the governmental and business-type activities as of March 31, 2007, amounts
to $31,082,949. This investment in capital assets including land, buildings, improvements, machinery and equipment.
Additions to the general fixed assets included a Tanker for the Fire Department in the amount of $15 8,695, the welcome

sign installation for $14,080 and the joint venture with MDOT for the Salt Shed in the amount of $300,259. The
equipment fund sold a sander truck.

Additional information on the Village’s capital assets can be found starting on page 28 of this report.

Long-term debt: At the end of the current fiscal year, the Village had total debt of $9,996,784. This total amount is
backed by the full faith and credit of the Village. The Village’s total debt decreased by $304,000 during the fiscal year.

Additional information on the Village’s long-term debt can be found starting page 31 of this report.

Request for Information

This financial report is designed to provide our citizens , taxpayers, customers, investors and creditors with a general
overview of the Village’s finances. If you have questions about this report or need additional information, contact the
Village Manager at 315 Quartz Street, Ontonagon, Michigan 49953 or call 906-884-2305.

14



VILLAGE OF ONTONAGON
STATEMENT OF NET ASSETS

March 31, 2007

Primary Government

Governmental Business-type Component
ASSETS: Activities Activities Total Units
CURRENT ASSETS:
Cash and cash equivalents 3 1,556,524 § 469,880 § 2,026,404 & 780,239
Receivables 63,682 119,899 183,581 1,184,221
Inventories - - - 212,897
Prepaid expenses - - - 110,927
Internal balances 6,340 (6,340) - -
Due to component unit 2,001 - 2,091 -
Due from other governmental units 29.953 - 20,553 -
TOTAL CURRENT ASSETS 1.658,590 583.439 2,242 029 2,288.284
NONCURRENT ASSETS:
Restricted cash - 1,078,454 1,078,454 222,195
Capita] assets 5,170,234 25912,715 31,082,949 6,522,212
Less: accumulated depreciation (2.834.376) (4.543,890) (7.378.266) _ (4.311.609)
TOTAL NONCURRENT ASSETS 2,335,858 232,447 .279 24.783.137 2.432.798
TOTAL ASSETS 3 3994448 § 23030718 $ 27.025.166 $ 4.721.082
LIABILITIES:
CURRENT LIABILITIES:
Accounts payable and accrued expenses 5 42,054 § 40,508 & 82,562 § 2,304,217
Due to from component unit - - - 2,091
Bonds payable, current maturities 4,262 304,000 308,262 308,164
Note payable, current maturities - - - 353,319
TOTAL CURRENT LIABILITIES 46316 344,508 390,824 2.967.791
NONCURRENT LIABILITIES:
Bonds payahble, less current maturities 302,213 0,359,862 9,662,075 882,615
Note payable, less current maturities - - - 241,053
Compensated absences 53,417 - 53,417 -
Deferred revenue 12,343 - 12,343 -
TOTAL NONCURRENT LIABILITIES 367.973 9.359.862 9.727.835 1.123.668
TOTAL LIABILITIES 414,289 9.704.370 10,118,659 4.091.459
NET ASSETS:
Invested in capital assets, net of related debt 2,033,661 (537,383) 1,496,278 679,712
Coutributed capital 248780 12,242 346 12,491,126 -
Restricted for debt service - 839,034 839,034 -
Unreserved 1.267.718 782.351 2.080.065 (50,089)
TOTAL NET ASSETS 3,580,159 13,326,348 16,906,507 629.623
TOTAL LIABILITIES AND NET ASSETS § 3.994448 § 23.030.718 § 27.025.166 § 4.721.082

The accompanying notes to financial statements are an integral part of this statement.

15
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VILLAGE OF ONTONAGON

BALANCE SHEET - GOVERNMENTAL FUNDS

March 31, 2007
Other
Non-major Total
General Road Fire Governmental Govemmental
Fund Fund Fund Funds Funds
ASSETS:
CURRENT ASSETS:
Cash and cash equivalents 5 459,726 § 05,771 % 51,072 § 614,516 § 1,221,085
Taxes receivable 20,370 32,085 6,437 - 58,892
Accounts receivable - - - 4,790 4,790
Due from other funds 52,582 - 6,688 38,000 97,270
Due from component unit 2,091 - - - 2,091
Due from governmental units - - - 29.953 29.953
TOTAL CURRENT ASSETS $ 5347698 127856 § 64197 % 687.259 5  1414.081
LIABILITIES:
CURRENT LIABILITIES:
Accounts payable 5 7430 8 1,563 § 2,211 8 633 § 11,837
Accrued expenses 27.873 - - 1,228 29,101
Due to other funds 48,783 49,490 - 7,672 105,945
Deferred revenue - - - 12,343 12,343
TOTAL CURRENT LIABILITIES 84,086 51.053 2211 21.876 159,226
FUND BALANCES:
Unreseryved 450.683 76.803 61.986 665.383 1.254.855
TOTAL LIABILITIES AND FUND BALANCES § 334769 § 127856 § 64.197 $ 687.259

Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not

reported in the funds.

Internal service fund (Equipment Fund) is used to charge costs of equipment and operations to
individual funds. The assets and liabilities are included in the governmental activities of the

statement of net assets.

Long-term liabilities, including bonds payable are not due and payable in the current period and

therefore are not reported in the funds.

Net assets of governmental activities

2,133,576
351,620
(355.852)

& 3.580.159

The accompanying notes to financial statements are an integral part of this statement.
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YILLAGE OF ONTONAGON
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
Year Ended March 31, 2007

Non-major Total
General Road Fire Governmental Governmental
Fund Fund Fund Funds Funds
Revenues:
Taxes $ 390,857 § 142,114 § 89,250 § - 8 622,221
State revenne 178,840 - - 178,948 357,788
Grant revenue 10,000 265,583 142,405 139,420 557,408
Charges for services 18,084 - - 48,386 66,470
Interest 11,342 1,077 379 3,909 16,707
Other revenue 94,087 - 5.000 36.538 135.625
Total revenues 703.210 408.774 237.034 407.201 1.756.219
Expenditures;
General government 116,766 - - - 116,766
Public safety 28,362 - 186,338 - 214,700
Public works 117,045 310,127 - 254,393 681,565
Recreation and culture 37,062 - - 54,523 91,585
Community promotion 39,884 - - - 59,884
Other 254.412 - - 115,543 369.955
Total expenditures 613.531 310,127 186,338 424 459 1,534.455
Excess (deficiency) of revenue over expenditures 89.679 98.647 50,696 (17.258) 221,764
Other Financing Sources (Uses)
Operating transfers in 5,000 - 11,290 194,000 210,290
Transfer to Component Unit (Hospital) {(50,000) - - - (50,000)
Operating transfers out (144.000) (155.000) - - (259,000}
Total other financing sources (uses) {189.000) {155.000) 11.290 194,000 (138,710}
Net change in fund balance (99.321) (36.353) 61,986 176,742 83.054
Fund Balances - Beginning of Year 550,004 133,156 - 488.641
Fund Balances - End of Year 5 450,683 § 76.803 % 61.986 3 665,383

Amounts reported for governmental activities in the statement of activities are different because;
Governmental funds do not record depreciation and report capital outlays as expenditures. This amount

represents depreciation. {345,026)
Repayment of loan principal is an expenditure in the governmental funds, but not in the statement of activities

where it reduces long-term debt (8,525)
Accrued expenses recorded in the statement of activities are not recorded as expenditures in the governmental

funds until they are incurred. {1,043)
Internal service fund (Equipment Fund) is used to charge costs of equipment and operations ta

individual funds. The net revenue (expense) is reported with governmental activities. (33.5341)

Change in net assets of governmental activities 5 402,021

The accompanying notes to financial statements are an integral part of this statement.
18



VILLAGE OF ONTONAGON
PROPRIETARY FUNDS
BALANCE SHEET
Year Ended March 31, 2007

Business-Type
Activities Governmental
Enterprise Funds Activities
Sewer/Water Internal
System Service Funds
ASSETS:
Current assets;

Cash and cash equivalents 5 469,880 § 335,439

Accounts receivable 119,859 -

Due from other funds 37.230 15.015

Total current assets 627.009 350,454

Restricted cash _ 1.078.454 -
Property, plant, and equipment 25,912,715 1,207,366
Accumulated depreciation & amortization (4.543.890) (1.005.084)
21,368,825 202.282
TOTAL ASSETS 8 23.074.288 § 552 736
LIABILITIES:
Current liabilities:

Accounts payable $ 11,751 § 1,116

Accrued expenses 23,196 -

Customer depaosits 5,561 -

Due to other funds 43,570 -

Current maturities on long term debt 304000 -

Total current liabilities 388.078 1.116

Long-term liabilities:

Bonds/note payable 9,359,862 -
TOTAL LIABILITIES 9.747.940 1.116
FUND EQUITY:

Contributed capital 12,242,346 248,780
Retained earnings:
Reserved 839,034 -
Unreserved - Undesignated 244968 302.840
Total retained earnings 1,084 003 302.840
TOTAL FUND EQUITY 13.326.348 551.620
TOTAL LIABILITIES AND FUND EQUITY 8 23.074.288 § 552,736

The accompanying notes to financial statements are an integral part of this statement.
19



VILLAGE OF ONTONAGON
PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN RETAINED EARNINGS
Year Ended March 31, 2007

Business-Type

Activities Governmental
Enterprise Funds Activities
Sewer/Water Internal
System Service Funds

OPERATING REVENUES:

Sales and charges for services 5 1,341,977 § 183,447

Fines, forfeitures, and penaliies 14,856 -

Other revenue 22,209 -
TOTAL OPERATING REVENUES 1.379.042 183,447
EXPENSES:

Salaries, wages, and fringe benefits 308,540 43,440

Supplies, materials, and other 74,177 16,183

Repair and maintenance 11,604 39,527

Insurance 1,200 -

Utilities 73,003 17,788

Other services and support 56,124 525

Depreciation 517.724 96.005

TOTAL OPERATING EXPENSES 1.042.372 213.468
OPERATING INCOME (LOSS) 336,670 (30,021)
NON-OPERATING REVENUES (EXPENSES):

Interest income 30,676 8,424

Interest expense (272,381) {634)

Operating transfers out - (11,290)

Operating transfers in 100.000 -
TOTAL NON-OPERATING REVENUES (EXPENSES) {141,705) (3.520}
NET INCOME (LOSS) 194,965 (33,541)
RETAINED EARNINGS (DEFICIT), BEGINNING OF YEAR 648,462 336,381
ADJUSTMENTS TO FUND EQUITY:

Add depreciation on contributed capital fixed assets 240.575 -

RETAINED EARNINGS (DEFICIT), END OF YEAR 5 1,084,002 § 302.840

The accompanying notes to financial statements are an integral part of this statement.
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VILLAGE OF ONTONAGON

PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS

Year Ended March 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Internal activity -- receipts {payments) to other funds
Payments to employees
Other receipts (payments)
Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating subsidies and transfers to other funds

CASHFLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Capital contributions
Purchases of capital assets
Principal paid on capital debt
Interest paid on capital debt
Net cash (used) by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends
Net cash provided by investing activities
Net {decrease) in cash and cash equivalents
Balances —- beginning of the year
Balances -- end of the year

Reconciliation of operating income (loss) to net cash provided
(used) by operating activities:
Operating income (loss)
Adjustments to reconcile operating income to net cash provided
{used) by opeerating activities:
Depreciation expense
Chunges in assets and liabilities:
Receivables, net
Accounts and other payables
Accured expenses
Net cash provided by operating activities

Business-Type Activities Governmental
Enterprise Funds Activities
Sewer Water Internal
System System Service Funds
313,111 % 1,025,295 & 2,893
(29,161) 172,605 (80,244)
(4,803) 26,599 169,264
(38,593) (268,928) (44,426)
923 21.286 -
241.507 578,449 47.487
100.229 8,332 25.491
(2) - -
- - (D
(67,000 (235,000) (34,520)
(127.002) {14537 {654)
{194.000) {380.379) {35.175)
1.762 22914 B.424
7.762 22914 8.424
155,498 212,652 46,227
318,927 R61.257 289.212
474,425 § 1.073.909 § 335.439
117,264 % 219,406 § (30,021)
154,680 363,044 96,005
(27,813) 0,800 -
(2,858) (14,586) (6,221)
234 785 (986}
241.507 § 578.449 § 58.777

The accompanying notes to financial statements are an integral part of this statement.



VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Ontonagon, Michigan, conform to generally accepted accounting principles for
local governmental units as prescribed by the Governmental Accounting Standards Board and the American Institute of
Certified Public Accountants. The following is a summary of the more significant policies:

REPORTING ENTITY

The Village of Ontonagon is incorporated under the laws of the State of Michigan and operates under an elected council
form of government,

As required by generally accepted accounting principles, the financial statements of the reporting entity include those of
the Village of Ontonagon (the primary government) and its component units, The component units discussed below are
included in the Village's reporting entity because of the significance of their operational or financial relationships with
the Village. The criteria and guidelines of the Governmental Accounting Standards Board Statement Number 14 The
Reporting Entity are utilized to determine that all applicable entities are included in the combined financial statements of
the Village. The primary criterion for inclusion is the degree of aversight responsibility over such entities by the Village's
elected officials. This responsibility includes financial interdependency, selection of governing authority, selection of
management, ability to significantly influence operations, and accountability for fiscal matters. Additional criteria that
are considered even if there is no significant oversight responsibility are an entity's scope of public service and special
financing relationships between a particular agency and the reporting entity.

Based upon the application of these criteria, the following is a brief review of each potential component unit addressed
in defining the government’s reporting entity:

Ontonagon Mermorial Hospital - the hospital is owned by the Village of Ontonagon. The Village is financially accountable
for the hospital. The hospital, therefore, is included in these financial statements using the "discrete presentation method."

Downtown Development Authority - the Downtown Development Authority (DDA) is a separate legal entity; however,
the Village is financially accountable for the DDA. Therefore, the DDA is included with the Village financial statements
using the "discrete presentation method."

Ontonagon Housing Commission - the Village is not financially accountable for the Housing Commission nor does it have
a significant relationship. Therefore, the Housing Commission is not included as part of the Village reporting entity.

The Ontonagon Memorial Hospital and the Ontonagon Housing Commission are audited separately by other auditors.
These audits are under separate cover. Copies of these audits may be obtained from the Ontonagon Village manager.

DISCRETELY PRESENTED COMPONENT UNITS

The combined financial statements include the financial data of the Village's component units: the Ontonagon Memorial
Hospital, and the Downtown Development Authority (DDA). These units are reported in a separate column to emphasize
that it is legally separate from the Village. Copies of these audits may be obtained from the Ontonagon Village manager.

MEASUREMENT FOCUS. BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

Government-Wide Financial Statements - The statement of net assets and the statement of activities display information
about the Village as a whole. These statements distinguish between activities that are governmental and those that are
considered business-type. These statements exclude fiduciary activities such as pension and agency funds.
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The government-wide financial statements are prepared using the economic resources measurement focus and the accrual
basis of accounting as further defined under proprietary funds below. This is the same approach used in the preparation
of the proprietary fund financial statements but differs from the manner in which governmental fund financial statements
are prepared. Therefore, governmental fund financial statements include a reconciliation with brief explanations to better
identify the relationship between the government-wide statements and the statements of governmental funds.

The government-wide statement of activities presents a comparison between expenses and program revenues for each
different identifiable activity of the business-type activities of the Village and for each governmental program. Expenses
are those that are specifically associated with a service or program and are therefore clearly identifiable to a particular
function. Program revenues include charges paid by the recipients of the goods or services offered by the programs and
grants and contributions that are restricted to meeting the operational or capital requirements of a particular function.
Revenues which are not classified as program revenues are presented as general revenues. The comparison of program

revenues and expenses identifies the extent to which each function is self-financing or draws from the general revenues
of the Village.

Internal activity is limited to interfund transfers which are eliminated to avoid "doubling up" revenues and expenses. Net
assets are reported as restricted when constraints placed on net asset use are either externally imposed by creditors (such
as through debt covenants), grantors, contributors, or laws or regulations of other governments or imposed by law through
constitutional provisions or enabling legislation. The net assets restricted for other purposes result from special revenue
and capital projects and the restrictions on their net asset use.

Fund Financial Statements - Fund financial statements report detailed information about the Village. The focus of
governmental and enterprise fund financial statements is on major funds rather than reporting funds by type. Each major

fund is presented in a separate column. The two major governmental funds are each presented in a single column on the
governmental fund financial statements.

The Village reports the following major governmental funds:

General Fund - The General Fund is the government’s primary operating fund. It is used to account for all financial
resources of the general government, except those required to be accounted for in another fund.

Road Fund - This fund is accounting for the roads and streets activities from tax generated revenue.

Fire Fund - Fire protection activities major revenue source is property tax revenue from Village and Ontonagon
Township.

Additionally, the Village reports the following non-major governmental funds: Major Street, Local Street, Fire, Marina,
and Rental Rehab,

Enterprise Funds - Enterprise Funds are used to account for operations (a) that are financed and operated in a manner
similar to private business enterprises where the intent of the governing body is that the costs (expenses, including de-
preciation) of providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided the periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, account-
ability, or other purposes. The Water and Sewer Funds are enterprise type funds.

Internal Service Funds - Internal Service Funds are used to account for the financing of goods or services provided by one

department or agency to other departments or agencies of the Village or to other governments, on a cost reimbursement
basis. The Village maintains one Internal Service Fund, which is the Equipment Fund.
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accrual Method

The government-wide financials statements are reported using the economic resources measurement focus and the accrual
basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Modified Accrual Method

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the Village considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred,
as under accrual accounting, However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is incurred.

Property taxes, state revenue, and interest associated with the current fiscal period are all considered to susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are considered to
be measurable and available only when cash is received by the Village.

Other Accounting Policies

Cash and Cash Equivalents - The Village’s cash and cash equivalents include checking, money market, certificates of
deposits, and savings accounts.

The Village reports its investments in accordance with GASB Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools and No. 40, Deposits and Investment Risk Disclosures. Under these
standards, certain investments are valued at fair value as determined by quoted market prices, or by estimated fair values
when quoted market prices are not available. The standards also provide that certain investments are valued at cost {or
amortized cost) when they are of a short-term duration, the rate of return is fixed, and the Village intends to hold the

investment until maturity. Accordingly, investments in banker acceptances and commercial paper are recorded at
amortized cost.

State statutes authorize the Village to invest in U.S. government obligations, certificates of deposit, commercial paper,
repurchase agreements, bankers acceptances, and with some restrictions, mutual funds. An Attorney General’s opinion
states that public funds may not be deposited in financial institutions located in states other than Michigan. The Village
does have an investment policy that meets state statutory regulations.

Restricted assets - Certain cash accounts are classified as restricted assets on the balance sheet because their use is limited.
In the Enterprise Fund, the "Bond Requirements" accounts are used for the payment of current debt obligations.

Receivables and Payables - In general, outstanding balances between funds are reported as “due to/from other funds.”

All receivables, including property taxes receivable, are shown net of allowance for uncollectibles.
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS ~ MARCH 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property Taxes - Property taxes are levied on July 1. The Village collects its own property taxes until September 14, at
which time collection is turned over to Ontonagon County for collection.

The tax rate to finance general Village government services for the year ended March 31, 2007, was $12.50 per $1,000
of assessed value. At July 1, 2006 taxable valuation was $34,944,493 which computed to $424,964 taxes levied.

Additional millage was levied county-wide for road improvements which amounted to $159,459 for the Village Road
Fund.

Fixed Assets - Fixed assets, which include land, buildings, equipment, site improvements, and vehicles are reported in the
applicable governmental activities column in the district-wide financial statements. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. All costs relating to the construction of facilities are
capitalized, including salaries, employee benefits, and bond interest costs. Donated capital assets are recorded at estimated

fair market value at the date of donation. Costs of normal repair & maintenance that do not add to the value or materially
extend asset lives are not capitalized.

Depreciation on property and equipment is computed using the straight-line method over the estimated usefu! lives of the
related assets, :

Buildings and additions 20-50 Years
Vehicles and equipment 5-10 Years
Furniture and other 5-10 Years

Fund Equity - The unreserved fund balances for governmental funds represent the amount available for budgeting future
operations. Unreserved retained earnings for proprietary funds represent the net assets available for future operations or
distributions. Reserved fund balance for governmental funds represent that portion of fund equity which has been legally
segregated for specific purposes and/or does not constitute current available spending resources. Reserved retained
earnings for proprietary funds represent the net assets that have been legally identified for specific purposes.

Contributed capital - The Village follows the policy of reducing contributed capital in the equipment, water, and sewer
fund for an amount equal to the yearly depreciation on assets acquired or constructed with such contributed capital. This
policy is based on the premise that future replacement of these facilities will be funded by the users who benefit from the
facilities and not current users through the current rate structure. AtMarch 31, 2007, Federal, State and Local contributed
capital of $13,891,422 has been reduced by an aggregate of $1,649,077 The current year amortization is $240,574.

Inventory - Inventory is valued at cost as determined on the first-in, first-out method for the Water Fund. All other funds

the Village utilizes the purchase method of recording inventories of materials and supplies. Under the purchase method,
inventories are recorded as expenditures when they are purchased.

Estimates - The preparation of financial statements in conformity with generally accepted accounting principles requires

managementto make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Encumbrances - Encumbrances are defined as commitments related to unperformed contracts for goods and services. The

Village does not record encumbrances in the normal course of operating its accounting system and none are recorded in
the accompanying financial statements.

Compensated Absences - The liability for compensated absences reported in the government-wide statements consist of

unpaid sick leave balances. AsofMarch 31, 2007, accrued unpaid sick pay totaled $53,417. Accrued sick time is payable
upon termination of employment or retirement.
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Coxntinued)

Long-term Obligations - In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net assets.

NOTE B - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

a. In February, the Village Manager submits to the Village Council a proposed operating budget for the fiscal year

commencingthe following April 1. The operating budget includes proposed expenditures and the means of financing
them.

b. A public hearing is conducted to obtain taxpayer comments.
c. Prior to April 1, the budget is legally enacted by resolution.

d. The Village Manager is authorized to transfer budgeted amounts between departments within any fund; however, any
revisions that alter the total expenditures of any fund must be approved by the Village Council.

e. Formal budgetary integration is employed as a management control device during the yearfor the General Fund and
Special Revenue Funds,

f. Budgets for the General and Special Revenue Funds are adopted on a basis consistent with generally accepted
accounting principles.

All budget appropriations lapse at year end. Budgetary amounts reported herein are as originally adopted, or as amended
by the Village council throughout the operating year.

In accordance with the State of Michigan Budgeting and Accounting Act, the Village must adopt an annual operating
budget for the General and Special Revenue Funds.

Inthe body of the financial statements, the Village's actua! expenditures and budgeted expenditures for the budgetary funds

have been shown on a functional basis. Violations, if any, for the general fund are noted in the required supplementary
information section.

NOTE C - CASH AND CASH EQUIVALENTS
The Village will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or backer,
by; limiting investments to the types of securities allowed by law; and pre-qualifying the financial institutions,

broker/dealers, intermediaries and advisors with which the Village will do business.

At year-end, the Village’s cash deposits (checking, savings and certificates of deposit) were reported in the basic financial
statements in the following categories:

Governmental Proprietary Total Primary
Activities Funds Government
Cash and investments 5 1,556,524 § 1,548,334 § 3,104,858
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE C - CASH AND CASH EQUIVALENTS (Continued)
Primary Government

Custodial Credit Risk - Deposits: In the case of deposits, this is the risk that in the event of a bank failure, the Village’s
deposits may not be returned to it. At March 31, 2007, the book value of the Village’s demand deposits, consisting
primarily of checking and savings accounts, certificates of deposit and other cash equivalents, was $3,104,858 with a
corresponding bank balance of $3,117,282. Qualifying deposits are insured by the Federal Deposit Insurance Corporation
upto $100,000. Ofthe bank balance, approximately $1,437,748, representing approximately 54% ofthe Village's deposits,
was covered by Federal Depository Insurance. Michigan law does not require collateralization of government deposits,
therefore, only the $1,679,534 was insured and $1,437,748 was neither insured or collateralized.

The Village has determined that because of the dollar amounts of cash deposits and the limits of FDIC insurance, it is
impractical to insure all bank deposits. In addition, the laws of the State of Michigan do not provide for collateralization
of bank deposits. As a result, the Village evaluates each financial institution it uses and assesses the level of risk of each
institution; only those institutions with an acceptable estimated risk level are used as depositories.

Component Units

Downtown Development Authority - At March 31, 2007, the book value of demand deposits, consisting primarily of
checking and certificates of deposit, was $57,798. One hundred percent (100%) of the deposits are insured by the Federal
Deposit Insurance Corp. (FDIC) at March 31, 2007, per FDIC regulation number 330.8.

Ontonagon Memorial Hospital - At March 31, 2007, the book value of demand deposits, consisting primarily of checking
and certificates of deposit, was $944,635. Approximately $842,000 was not insured by the Federal Deposit Insurance Corp.
(FDIC) at March 31, 2007, per FDIC regulation number 330.8.

NOTE D - TRANSFERS AND INTERFUND BALANCES

For the year then ended, interfund transfers consisted of the following:

Fund Transfer Out Fund Transfer In
General 5 144,000 General 5 5,000
Road Fund 155,000 Major Street 61,500
Equipment Fund 11,290 Local Street 88,500
Fire 11,290
Marina 44,000
Sewer 100,000
TOTALS 5 310,290 TOTALS $ 310,290

The transfers from the General Fund and other non-major governmental funds to the Major and Local Street Funds and

other non-major governmental funds represents the use of unrestricted resources to finance these programs, in accordance
with budgetary authorizations.
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VILLAGE OF ONTONAGON

NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE D - TRANSFERS AND INTERFUND BALANCES (Continued)

The amounts of interfund balances at March 31, 2007 are as follows:

Interfund Interfund
Fund Receivable Fund Payable
General $ 52,582 Road $ 44410
Marina 4,725
Rental Rehab 100
M64 2,847
Sewer 500
52,582 Subtotal 52,582
Major Street 38,000  General 38.000
Fire 6,688 Road 5,080
General 1,608
6,688 6,688
Water 37,230 General 9,175
Sewer 28.055
37.230 Subtotal 37,230
Equipment 15,015  Water Fund 15.015
TOTALS 3 148,515 TOTALS $ 149,515
NOTE E - RECEIVABLES
The detail of receivables at March 31, 2007 are as follows:
Special Capital Total Primary
Receivables Revenue Project Enterprise Government
Accounts 5 by 0 $ 4,790 5 119,899 8 124,689
Taxes 38,522 0 ¢ 58,892
Total receivables 5 § 38,522 5 4,790 3 115,899 3 183,581
NOTE F - FIXED ASSETS
Fixed Asset activity of the Village’s governmental activities was as follows:
Beginning Additions Deletions Ending
Land 5 718,885 § 03 05 718,885
Land improvements 0 14,080 0 14,080
Building and additions 1,286,363 300,259 0 1,586,622
Equipment and furniture 937,212 0 15,000 922,212
Vehicles 500,163 158,695 o 658,858
Roads and streets 1,269,577 t] 0 1,269,577
Subtotal 4,712,200 473,034 15,000 5,170,234
Accumulated depreciation:
Land improvements 0 293 0 293
Building and additions 772,759 36,199 0 808,958
Equipment and furniture 665,620 75,702 15,000 726,322
Vehicles 412,880 33,113 0 445,993
Roads and streets 774,105 78,705 0 852,810
Subtotal 2,625.364 224,012 15,000 2.834.376
Net capital assets b 2,086,836 § _ 249022 § 0 3 2,335,858
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE F - FIXED ASSETS (Continued)

Depreciation expense was charged to governmental activities of the Village as follows:

General Fund 5 33,233
Equipment Fund 96,005
Major Streets Fund 74,728
L.ocal Streets Fund 3,977
Fire Fund 15,753
Marina Fund 316

7724 0172

The components of property, plant, and equipment in Village proprietary funds at March 31, 2007 are summarized as
follows:

Balance Balance

SEWER FUND 03/31/06 Additions Deletions 03/31/07
Buildings 5 1,585,295 § 0% 0% 1,585,295
Equipment 38,782 0 0 38,782
Land improvements 16,533 0 0 16,533
Lines 556,260 0 0 556,260
Vehicles 4,290 0 0 4,290
Utility system 5,687.887 0 0 5,687.887
Subtotal 7,880,047 % 03 0 7,889,047

Accumulated depreciation:

Buildings 933,346 § 20,5331 % 0 962,879
Equipment 32,061 2,648 0 34,709
Land improvements 2,727 121 0 2,848
Lines 283,489 8,620 0 292,109
Vehicles 4,290 0 0 4,290
Utility system 853,183 113,758 0 066.941
Subtotal 2,109,096 § 154,680 § it 2,263,776
Net capital assets 5 5,779,951 5 5,625,271

Balance Balance

WATER FUND 03/31/06 Additions Deletions 03/31/07
Buildings 240,426 § 0% ¢3 240,426
Equipment 57,816 0 0 57.816
Land 20,000 0 0 20,000
Lines 17,646,233 0 0 17,646,233
Vehicles 59.193 0 0 59.193
Subtotal 18,023,668 § 08 0 18,023,668

Accumulated depreciation:

Buildings 226,010 § 4800 § 0 230,819
Equipment 37,058 6,167 0 43,225
Lines 1,616,959 347,894 0 1,964,853
Vehicles 37.042 4.175 0 41.217
Subtotal 1,917,069 3 363.045 8 0 2,280,114
Net capital assets $ 16,106,599 § 15,743,554
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NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTEF - FIXED ASSETS (Continued)

Balance Balance

EQUIPMENT FUND 03/31/06 Additions Deletions 03/31/07
Equipment ] 722,203 § 08 15,000 & 707,203
Vehicles 500,163 0 0 500,163
Subtotal 1,222 366 § 03 15.000 1,207,366

Accumulated depreciation:

Equipment 511,200 8§ 68,181 § 15,000 564,381
Vehicles 412.880 27,823 0 440,703
Subtotal 924,080 § 96.004 § 15,000 1,005,084
Net capital assets 5 298,286 3 202,282

NOTE G - RESERVES AND RESTRICTED ASSETS - PROPRIETARY FUNDS

Sewer Fund - The ordinance authorizing issuance of the 1996 and 1997 Sanitary Sewage Disposal System Revenue
Bonds required that specific accounts be established and monies deposited as follows:

Bond and Interest Reserve Account - Quarterly transfers are to be made equal to ¥ of the next interest payment due
plus % of the next principal payment due.

Bond Reserve Account - Excess funds of up to $4,850 per quarter are to be transferred to this account until $194,000
is accumulated.

Water Fund - The ordinance authorizing issuance of the 2004 General Obligation Limited Tax Bonds, require that a Bond
Reserve Account be established and quarterly transfers to be made equal to % of the next interest payment due plus %

of the next principal payment due. In addition, the repair, replacement and improvement account will continue to be
maintained.

At March 31, 2007, the Village had established these accounts and had restricted cash, as required, as follows:

REQUIREMENTS Amount Funded
March 31, Additions March 31, glaﬁle;n;:;ge
2006 (deletions) 2007

SEWER FUND
Bond and interest reserve account $ 16,250 % 500 b 16,750 % 118,549
Bond reserve account 181,975 11,250 193,225 194,000
198.225 11,750 208,975 312.549

WATER FUND
Bond debt retirement fund 167,022 535 167,557 526,485
5 363247 % 12285 % 377532 § 839.034
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NOTE H - LONG-TERM DEBT

ENTERPRISE FUNDS

1996 Sanitary Sewage Disposal System Revenue Bonds - On October 2, 1996, the Village of Ontonagon authorized the
sale of Sanitary Sewage Disposal System Revenue Bonds in the amount of $3,000,000. The bonds were issued with an

interest rate of 4.5% per annum with principal amounts payable September 1 and interest payable semi-annually on
September 1 and March 1.

Repayment of principal and interest in bi-annual payments summarized by year is as follows:

Year Ended Principal Interest
March September September March Total
2008 3 44,000 b 59918 8§ 58,872 8 162,890
2009 46,000 58,973 57,982 162,955
2010 47,000 57,983 56,947 161,930
2011 50,000 56,948 55,890 162,838
2012 52,000 55,890 54,765 162,655
2013 55,000 54,765 53,595 163,360
2014 56,000 53,595 52,357 161,952
2015 60,000 52,358 51,097 163,455
2016 62,000 51,098 49,747 162,845
2017 65,000 49,748 48,352 163,100
2018-2022 370,000 226,508 218,520 815,028
2023-2027 457,000 183,038 173,206 813,244
2028-2032 374,000 129,107 116,754 819,361
2033-2037 712,000 61,560 43,377 816,937

$ 2,650,000 3 1,151,480 § 1,091,561 § 4,893,050

1997 Sanitary Sewage Disposal System Revenue Bonds - On June 26, 1997, the Village of Ontonagon authorized the sale
of Sanitary Sewage Disposal System Revenue Bonds in the amount of $493,143. The bonds were issued at an interest rate

0f2.25% per annum with principal amounts payable October 1 and interest payable semi-annually on April 1 and October
1.

Year Ended Interest Principal

March 31 April October Qctober Total
2008 $ 3298 % 3,298 % 25,000 5 31,596
2009 3,017 3,017 25,000 31,034
2010 2,735 2,735 25,000 30,470
2011 2,454 2,454 25,000 29,908
2012 2,173 2,173 25,000 29,346
2013 1,892 1,892 25,000 28,784
2014 1,610 1,610 25,000 28,220
2015 1,329 1,329 30,000 32,658
2016 992 992 30,000 31,984
2017 654 654 55,000 56,308

TOTALS 5 20,i54 § 20,154 % 250,000 3 330,308
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NOTE H - LONG-TERM DEBT (Continued)

2004 Water Bonds - On June 14, 2004, the Village of Ontonagon refunded the Water Supply System Revenue Bond with
the Michigan Municipal Bond Authority in the amount 0f $7,370,000. The bonds were issued at an interest rate of 2.125%
per annum with principal amounts payable October 1 and interest payable semi-annually on October 1 and April 1.

Year Ended Interest Principal
March 31 April QOctober QOctober Total
2008 b 71,441 § 71441 8 235000 % 377,882
2009 72,557 72,557 240,000 385,114
2010 70,338 70,538 240,000 381,076
2011 68,466 68,466 240,000 376,932
2012 66,341 66,341 240,000 372,682
2013 64,216 64,216 240,000 368,432
2014 62,038 62,038 240,000 364,076
2015 59,807 59,807 245,000 364,614
2016 57,522 57,522 245,000 360,044
2017 35,185 55,185 245,000 355,370
2018-2022 202,983 202,983 1,240,000 1,645,966
2023-2027 136,683 136,683 1,260,000 1,533,366
2028-2032 69,109 69,109 1,260,000 1428218
2033-2034 8,370 8,370 523,862 540,602
TOTALS 5 1,065,256 § 1,065256 § 6,723,862 § 8,854,374

INTERNATL SERVICE FUND (EQUIPMENT FUND)

Fire Truck Instaflment - On December 8, 1998, the Village entered into a $57,520 loan contract with USDA for the
purpose of purchasing a fire truck. The loan was financed at an interest rate of 4.75% per annum. Principal amounts
payable December 1 and interest payable bi-annually on June 1 and December 1.

June December December

Year Interest Interest Principal Total

2008 3 725 % 030 § 4000 § 5,355

2009 630 535 4,000 5,165

2010 533 440 4,000 4975

2011 440 345 4,000 4,785

2012 345 230 4.000 4,595

2013 250 125 5,260 5,635

2014 125 0 5.260 5,385
TOTAL b 3,050 % 2325 % 30,520 % 35,895
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NOTE H - LONG-TERM DEBT (Continued)

LONG-TERM DEBT ACCOUNT GROUP

1998 Loan of Federal Funds - Payable to Michigan Jobs Commission - In 1998, the Village of Ontonagon entered into
a $315,000 loan contract with the Michigan Jobs Commission for the purpose of Renaissance Zone Industrial Park. The
loan has been amended to a non-interest loan and extension of the project to March 31, 2008. The debt (up to 90%) will
be forgiven at the rate of $20,000 for each qualifying net new job created and added to the existing job base. Adjustment

for new jobs created will be done at the end of the project period. Principal payments have been set at $1,065.57 per
quarter.

Year Principal
2008 3 4,262
2009 4,262
2010 4,262
2011 4,262
2012 4,262
2013 4,262
2014 4,262
2015 4,262
2016 4,262
2017-2021 268.117

TOTAL B 306475

The aggregate amount of maturities on long-term debt for Enterprise Funds:

Year Ended Principal Interest Total
2008 8 304,000 § 268,368 % 572,368
2009 311,000 268,103 579,103
2010 312,000 261,476 573,476
2011 315,000 254,678 569,678
2012 317,000 247,683 564,683
2013 320,000 240,576 560,576
2014 321,000 233,248 554,248
2015 335,000 225,727 560,727
2016 337,000 217,873 554,873
2017 365,000 209,778 574,778
2018-2022 1,610,000 850,994 2,460,994
2023-2027 1,717,000 629,610 2,346,610
2028-2032 1,864,000 384,079 2,248,079
2033-2037 1,235,862 121,677 1,357,539
5 9,663,862 3 4413870 § 14,077,732

The following is a summary of the changes in the long-term debt for the year ended March 31, 2007:

Balance Balance Current

03/31/06 Increase Decrease 03/31/07 Maturities
1996 Sanitary Sewage Bonds 5 2,690,000 §$ 0% 40,000 $ 2,650,000 §% 44,000
1997 Sanitary Sewage Bonds 315,000 0 25,000 290,000 25,000
2003 Water Bonds 6,958,862 0 235,000 6,723,862 235,000
Sub-Taotal Enterprise Funds 0,963,862 0 300,000 9.663.862 304,000
Fire Truck Purchase 34,520 0 4,000 30,520 4,000
Michigan Jobs Commission 315,000 0 8,525 306,475 4,262
Accrued Sick Leave 52,374 1,043 0 53,417 0
TOTAL § 10,365,756 § 1,043 § 312,525 § 10,054,274 § 312,262
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VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE I - SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The Village maintains two Enterprise Funds which provide sewer and water services. Segment information for the year
ended March 31, 2007 is as follows:

Sewer Water
Operating Revenues $341,877 $1,037,165
Depreciation $154,680 $£363,044
Operating Income (Loss) $117,264 $219.,406
Nen-operating Revenue {Expense) ($127,002) ($145,379)
Net Income (Loss) $98,024 $96,941
Property, Plant, and Equipment:

Additions 30 50
Net Working Capital (Deficit) $62,617 $146,314
Total Assets $6,139,232 $16,935,056
Total Equity $3,159,437 $10,166,911

NOTE J - PENSION PLANS

The Village’s defined benefit pension plan provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries. The Village participates in the Municipal Employees Retirement
System of Michigan (MERS), an agent multiple-employer plan administered by the MERS RetirementBoard. Act No.
427 of the Public Acts of 1984, as amended, establishes and amends the benefits provisions of the participants in MERS.
The Municipal Employees Retirement system of Michigan issues a publicly available financial report that includes
financial statements and required supplementary information for MERS. Thatreport may be obtained by writing to the
Municipal Employees Retirement system of Michigan, 447 N. Canal Road, Lansing, MI 48917 or by calling (800) 767-
6377.

The Village is required to contribute to the plan at an actuarially determined rate. The current rate, as a percent of annual
covered payroll, is 13.69% for general employees and 13.59% for administrative employees. Village employees are not
required to contribute. The contribution requirements of the Village are established and may be amended by the
Retirement Board of MERS. The contribution requirements of plan members are established and may be amended by the
Village, depending on the MERS contribution program adopted by the Village.

Amnual Pension Cost:  For the year ended March 31, 2007, the Village’s required and actual pension cost was $67,378.
The annual required contribution percentage was determined as a part of the Initial Actuarial Valuation on January 31,
2002, using the entry age normal cost method. Significant actuarial assumptions used include a net investment rate of
return on assets of 8 percent per year compounded annually, projected salary increases of 4.5 percent per year compounded
annually due to inflation, and additional projected salary increases ranging from 0 to 4.5 percent per year depending on
an ageto reflect merit and longevity. The actuarial value of assets was determined using techniques that smooth the effects

of short-term volatility over a four-year period. Any unfunded actuarial liability is amortized by a level percent of payroll
contributions over a period of 30 years.

Information trend comparison as required by GASB No. 27 and 25 is as follows:

Fiscal Year Ended June 30 2006 2005 2004
Annual pension cost (APC) § 65723 % 60,699 § 61,141
Percentage of APC contributed _ 100% 100% 100%
Net pension obligation 5 0 & 03 0

34



VILLAGE OF ONTONAGON
NOTES TO FINANCIAL STATEMENTS - MARCH 31, 2007

NOTE K - DEFERRED COMPENSATION PLAN

The employees of the Village are allowed to contribute on a voluntary basis to a deferred compensation plan through
payroll deductions. The plan is made available to all eligible employees by authority of Section 457 of the Internal
Revenue Code (IRC), and is administered by PEBSCO. Employees may set aside and invest portions of their current
income to meet their financial requirements and supplement their retirement and social security benefits.

Due to changes in the Internal Revenue Code, the Plan’s assets are considered to be the property of the Plan’s participants
and are no longer subject to the Village’s general creditors. Also, as the Village relies on a third party for administration

and investment management of the plan, the Village is no longer required to report the 457 plan assets on its financial
statements.

NOTE L - COMPONENT UNITS
Ontonagon Memorial Hospital
As discussed in Note A concerning the reporting entity, the hospital is considered a component unit of the Village of

Ontonagon for financial reporting purposes. The Ontonagon Memorial Hospital is audited by other auditors under a

separate cover. The separate audited financial statement contains various notes which detail significant financial
disclosures.

The hospital has capital leases payable of $716,744, land contracts payable of $34,022, and notes payable of $430,013.
Downtown Development Authority (DDA)

As discussed in Note A concerning the reporting entity, the DDA is considered a component unit of the Village of
Ontonagon for financial reporting purposes.

The DDA has loan with Ontonagon County for the Speculation Building, The balance at March 31, 2007 was $241,054.
A detail of the of the debt schedule is located on page 60.

NOTE M - COMMITMENTS AND CONTINGENCIES

Ontonagon Memorial Hospital

The Village has signed a Letter of Intent to transfer ownership of the Ontonagon Memorial Hospital to a private non-profit
corporation. The corporation will acquire all assets and liabilities of the hospital with the exception of the retirement
liability with Municipal Employee’s Retirement System of Michigan (MERS).

Michigan Department of Transportation

The Village has entered into contracts with the Michigan Department of Transportation (MDOT) in connection with
paving projects to be completed in 2007. This is an advance construction project utilizing future fiscal year funds from

State Local Jobs Today Program Loan/Federal Funds. MDOT has also made a loan contract with the Village until funds

are available from federal sources with a percentage rate of 4%. At the date of this report there hasn’t been any loan
activity.
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NOTE M - COMMITMENTS AND CONTINGENCIES (Continued)

The contracts are for the following projects:

Parker Avenue - Resurfacing work along Parker Avenue from Highway M38 to Airport Road; including cold milling

and culvert replacement work; and all together necessary related work. The estimated cost for this project is
$200,200.

Houghton Street - Cold milling and hot mix asphalt paving work along Houghton Street from Michigan Avenue to
Lakeshore Drive and along Lakeshore Drive from Houghton Street northeasterly to the village limits; and all together
with necessary related work. The estimated cost for this project is $315,000.

Seventh Street - Cold milling and hot mix asphalt paving work along Seventh Street from Highway M-38 to Parker
Avenues; and all together with necessary related work. The estimated cost for this project is $100,000.

U.S, Department of Agriculture’s Rural Development

The Village has been approved to receive a $278,000 loan and $45,000 grant from the U.S. Department of Agriculture’s

Rural Development program to purchase a new truck for the fire department. The loan is for 15 years at 4.25% interest
rate,

NOTE N - RISK MANAGEMENT

The Village is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The Village manages its liability workers® compensation and
property risk, by participating in Michigan Municipal Risk Management Authority Liability and Property Pool, a public
entity risk pool providing property and liability coverage to its participating members. The Village pays an annual
premium for its insurance coverage. The Michigan Municipal Risk Management Authority Liability and Property Pool
is self-sustaining through member premiums and provides, subject to certain deductibles, occurrence-based casualty
coverage for each incident and occurrence-based property coverage to its members by internally assuring certain risks and

reinsuring risks through commercial companies. Settled claims resulting from these risks have not exceeded insurance
coverage in any of the past three fiscal years.

NOTE O - CONTINGENT LIABILITIES

Solid-Waste Landfill

The Village was an operator of a municipal solid-waste landfill which was closed in 1987. The Village has not recorded

or recognized any costs or liability for the landfill post-closure care requirements. Village engineers have estimated the
landfill clean-up cost to be approximately $350,000.

The Village is seeking financial assistance from the State of Michigan (the landowner) and from Ontonagon County in
connection with this matter.

NOTE P - RECLASSIFICATIONS

Certain reclassifications have been made to the 2006 financial statements to conform to the 2007 classifications.
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VILLAGE OF ONTONAGON

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
For the Year Ended March 31, 2007

REVENUES:
Local sources
State sources
Federal sources

TOTAL REVENUE

EXPENDITURES:

General government
Board/Council/Legislative
Executive/Manager
Village Office
Chamber Building
Clerk
Treasurer
Legal, accounting, and audit
Assessor
Elections

Public safety

Public works

Recreation and culture

Community promotion

Insurance and fringe benefits

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers in
Transfer to component unit

Operating transfers out

NET CHANGE IN FUND BALANCE

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Budgeted Amounts Actual Variance
QOriginal Final {(GAAP Basis)  Final to Actual
b 438900 § 438900 & 514370 § 75,470
182,000 182,000 178,840 (3,160)
- - 10,000 10,000
620,900 620,900 703,210 82,310
25,400 25,400 18,037 7,363
42,430 42,430 31,922 10,508
58,660 58,660 35,282 23,378
1,480 1,480 1,270 210
21,360 21,360 15,642 5,718
8,650 8,650 3,841 4,809
4225 4,225 9,577 (5,352)
1,800 1,800 1,195 605
2,000 2,000 - 2,000
71,100 71,100 28,362 42,738
155,620 155,620 117,045 38,575
45,760 45,760 37,062 8,698
62,000 62,000 59,884 2,116
197,640 167,640 254,412 {56,772)
698,125 698,125 613,531 84,594
(77,225) (77,225) 89,679 166,904
5,000 5,000 5,000 -
(50,000) (50,000) (50,000) -
{194,000) {144,000) {144,000) -
$  (316,225) 3 (266,225) (99,321) % 166,904

250,004
S 450683
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VILLAGE OF ONTONAGON
BUDGETARY COMPARISON SCHEDULE - ROAD FUND
For the Year Ended March 31, 2007

Budgeted Amounts Actual Variance
Original Final (GAAP Basis)  Final to Actual
REVENUES:

Lecal sources 5 160,800 $ 160,800 § 143,191 % (17.,609)

State sources 8,000 298,000 265,583 (32,417)
TOTAL REVENUE 168,800 458,800 408,774 (50,026)
EXPENDITURES:

Supplies, materials, and other 167,715 302,775 309,102 (6,327)

Other services and support 1,025 1,025 1,025 -
TOTAL EXPENDITURES 168,800 303,800 310,127 (6,327)
EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES - 155,000 08,647 {56,353)
OTHER FINANCING SOURCES (USES)

Operating transfers out - {155,000} (155,000) -
NET CHANGE IN FUND BALANCE $ - % - (56,353) § (56,353}
FUND BALANCE - BEGINNING OF YEAR 133,156
FUND BALANCE - END OF YEAR % 76,803
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VILLAGE OF ONTONAGON

BUDGETARY COMPARISON SCHEDULE - FIRE FUND
For the Year Ended March 31, 2007

REVENUES:
Local sources
Federal sources

TOTAL REVENUE
EXPENDITURES:
Supplies, materials, and other
Other services and support

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers in

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Budgeted Amounts Actual Variance
Original Final (GAAP Basis)  Final to Actual
b 85,000 § 95000 § 94,629 (371)
- - 142,405 142,405
95,000 65,000 237,034 142,034
17,600 17,600 3,324 14,276
77,400 77,400 183,014 (105,614)
95,000 95,000 186,338 (91,338)
- - 50,696 50,696
- - 11,290 11,290
5 - 3 - 61,986 61,986
S 6198
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YILLAGE OF ONTONAGON

GENERAL FUND

BATANCE SHEETS

March 31, 2007

With Comparative Totals at March 31, 2006

2007 2006
ASSETS:
CURRENT ASSETS:
Cash and cash equivalents b 459726 575,246
Taxes receivable 20,370 31,754
Due from other funds 52,582 6,470
Due from component unit 2,091 1.420
TOTAL CURRENT ASSETS $ 534.769 614.890
LIABILITIES:
CURRENT LIABILITIES:
Accounts payable 5 7.430 30,401
Accrued expenses 27,873 20,931
Due to other funds 48,783 2,374
Deferred revenue - 11.180
TOTAL CURRENT LIABILITIES 84.086 64.886
FUND BALANCES:
Unreserved 450,683 550.004
TOTAL LIABILITIES AND FUND BALANCES 8 534.769 614.890
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VILLAGE OF ONTONAGON
GENERAL FUND
STATEMENTS OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
Year Ended March 31, 2007
With Comparative Actual Amounts for Year Ended March 31, 2006

BUDGET ACTUAL VARIANCE 2006
REVENUES:
Current taxes:
Property Taxes F 345000 $ 378916 § (33,916) § 358,707
Penalties & interest on tax 1,500 - 1,500 -
Payments in lieu of tax 1,500 7,756 (6,256) 7,368
Administration fees 4,000 4,185 {185) 3.990
Total current taxes 352,000 390,857 (38.857) 370,065
State Shared Revenue 182.000 178.840 3,160 180,378
Grant revenue - 10,000 (10.000) 11.334
Charges for services 29.850 18,084 11.766 106.877
Interest 2.000 11,342 (9.342) 8.946
Other revenue:
Sale of assets - - - 34,316
Refunds/reimbursements - 33,902 (33,902} 9,447
Miscellaneous 250 3,173 (2,923) 11,733
Health services payments from retirees 54.800 57.012 (2.212) 61.073
Total other revenue 55,050 94,087 (39.037) 116,569
TOTAL REVENUES 620,900 703,210 (82.310) 794,169
EXPENDITURES:
General Government:
Board/Council/l.egislative:
Salaries, wages, and fringe benefits 14,000 11,626 2,374 12,999
Supplies, materials, and other 600 326 274 102
Other services and support 10,800 6,085 4,715 7.020
Total board/council/legislative 25,400 18.037 7.363 20.121
Executive/Manager;
Salaries, wages, and fringe benefits 30,730 23,134 7,596 19,383
Supplies, materials, and other 500 34 466 124
Insurance 500 - 300 470
Utilities 500 415 85 197
Other services and support 10.200 8.339 1.861 9,192
Total executive/manager 42.430 31.922 10,508 29.366
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VILLAGE OF ONTONAGON
GENERAL FUND

STATEMENTS OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BATLANCES - BUDGET AND ACTUAL (CONTINUED)

With Comparative Actual Amounts for Year Ended March 31, 2006

Village Office:
Salaries, wages, and fringe benefits
Supplies, materials, and other
Insurance
Utilities
Other services and support
Capital outlay

Total village office

Chamber Building

Clerk:
Salaries, wages, and fringe benefits
Supplies, materials, and other
Insurance
Other services and support

Total clerk

Treasurer:
Salaries, weges, and fringe benefits
Supplies, materials, and other
Other services and support

Total treasurer

Legal, accounting, and audit
Assessor

Elections:
Supplies, materials, and other
Other services and support
Total elections

Total general government

Public Safety:

Building Inspection:
Supplies, materials, and other
Other services and support

Fire Protection:
Salaries, wages, and fringe benefits
Supplies, materials, and other
Insurance
Utilities
Other services and support

Year Ended March 31, 2007

BUDGET ACTUAL VARIANCE 2006
23,260 11,766 11,494 10,281
10,000 9,775 2325 12,102

5,500 100 5,400 19,955
4,500 5,834 (1,334) 5,230
2,400 2,984 (584) 2,962
13,000 4,823 8.177 3,088
38.660 35.282 23,378 53.618
1.480 1.270 210 1,201
18,860 14,834 4,026 14,017
700 358 342 488
1,000 - 1,000 1,050
800 450 350 737
21.360 15,642 5,718 16,292
6,900 31,806 3,094 3,734
1,000 - 1,000 -
750 35 715 604
8.650 3.841 4.809 4338
4235 9.577 {5.352) 2.380
1,800 1,195 605 1.119
800 - 300 -
1,200 - 1,200 -
2,000 - 2,000 -
166,005 116,766 49.239 128,435
700 - 700 1,631
15,000 2,462 12,538 4,385
2,300 1,800 500 2,340
9,200 3,131 4,069 8,837
3,800 100 3,700 3,100
12,100 9,655 2,445 13,430
15,000 9,078 9,922 12,512
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VILLAGE OF ONTONAGON
GENERAL FUND
STATEMENTS OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BATLANCES - BUDGET AND ACTUATL (CONTINUED)
Year Ended March 31, 2007
With Comparative Actual Amounts for Year Ended March 31, 2006

BUDGET ACTUAL VARIANCE 2006
Fire Protection: (Continued)

Capital outlay 9,000 136 8.864 3.256
Total public safety 71.100 28.362 42,738 49.491
Public Works:

Department of Public Works:

Salaries, wages, and fringe benefits 62,970 47,776 15,194 43,176

Supplies, materials, and other 14,500 13,526 974 14,499

Insurance 9,000 026 8,074 10,385

Utilities 500 135 365 372

Other services and support 19,750 18,101 1,649 11,328

Capital outlay - 148 (148) 11181

Tatal department of public works 106.720 80,612 26.108 50.541
Street lighting 48.900 36.433 12.467 37.010
Total public works 155.620 117,045 38.575 127.951
Recreation and Culture;
Parks:

Salaries, wages, and fringe benefits 6,460 3,407 3,053 3,924

Supplies, materials, and other 4.000 1,769 2,231 2,658

Insurance 1,000 - 1,000 2,000

Repairs and maintenance 4,000 - 4,000 1,293

Utilities 28,300 26,451 1,849 26,654

Other services and support 2,000 5.435 (3.435) 3.170

Total parks 45,760 37.062 B.698 39.699
Marina:

Salaries, wages, and fringe benefits - - - 15,260

Supplies, materials, and other - - - 14,795

Repairs and maintenance - - - 48,580

Insurance - - - 1,236

Utilities - - - 2,265

Repairs and maintenance - - - 3.305

Total marina - - - 85441
Total recreation and cuiture 45.760 37.062 8.698 125.140
Community Promotion:

Supplies, materials, and other 1,500 4,956 (3,456) 8,804

Utilities 1,300 163 1,137 307

Other services and support 31,700 40,909 (9,209) 35,561

Capital outlay 27,500 13.856 13.644 78
Total community promotion 62,000 59.884 2.116 44 840
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VILLAGE OF ONTONAGON

GENERAL FUND

STATEMENTS OF REVENUES, EXPENDITURES, AND

et e e e Ty A V22

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL (CONTINUED)

Year Ended March 31, 2007
With Comparative Actual Amounts for Year Ended March 31, 2006

Other:
Insurance and fringe benefits

TOTAL EXPENDITURES
EXCESS OF REVENUES OVER EXPENDITURES
OTHER FINANCING SOURCES (USES):
Operating transfers in
Transfer to component unit

Operating transfers out

TOTAL OTHER FINANCING SOURCES (USES):

EXCESS (DEFICIENCY} OF REVENUES AND OTHER

FINANCING SOURCES OVER EXPENDITURES
AND OTHER FINANCING USES

FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR
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BUDGET ACTUAL _ _VARIANCE 2006
197.640 254,412 (56.772) 215.868
698,125 613.531 84.594 691.725
(77.225) 89,679 {166.904) 102,444

5,000 5,000 - -
(50,000) (50,000) - -
(144,000) (144.000) - (160.000)
(189.000) (189.000) - (160.000)

$  (266.225) (99,321) §  (166.904 (57,556)

550,004 607.560
8 450.683 8 550,004
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VILLAGE OF ONTONAGON
CAPITAL PROJECT - M64 PROJECT
BALANCE SHEETS
March 31, 2007
With Comparative Totals at March 31, 2006

2007 2006

ASSETS:

Cash and cash equivalents b 36 % 85

Accounts receivable 4.790 1.974

TOTAL ASSETS $ 4,876 § 2,059
LIABILITIES:

Due to other funds 5 2,847 § 1,696

Due to governmental units - 363

TOTAL LIABILITIES 2.847 2,059
FUND EQUITY:

Fund Balance 2,029 -
TOTAL LIABILITIES AND FUND EQUITY ' b 4.876 § 2.059
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VILLAGE OF ONTONAGON
CAPITAL PROJECT - M64 PROJECT
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BATLANCES
Year Ended March 31, 2007
With Comparative Totals at March 31 2006

Totals
{Memorandum QOnly
2007 2006
Revenues:

Grant revenue $ 24075 % 1.419.230
Total revenues 24,075 1.419.230
Expenditures:

Public works 22.046 1.418.991
Total expenditures 22,046 1.418.991
Excess (deficiency) of revenue over expenditures 2,029 239
Other Financing Sources (Uses)
Net change in fund balance 2.029 239
Fund Balances - Beginning of Year - (239)
Fund Balances - End of Year b 2,029 § -
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VILLAGE OF ONTONAGON
ENTERPRISE FUNDS
BALANCE SHEETS
March 31, 2007

With Comparative Totals at March 31, 2006

ASSETS:
Current assets:
Cash and cash equivalents
Accounts receivable
Due from other funds
Total current assets

Restricted cash

Property, plant, and equipment

Accumulated depreciation & amortization

TOTAL ASSETS

LIABILITIES:
Current liabilities:
Accounts payable
Accrued expenses
Customer deposits
Due to other funds
Current maturities on long term debt
Total current liabilities

Long-term liabilities:
Bonds payable

TOTAL LIABILITIES

FUND EQUITY:
Contributed capital
Retained earnings:
Reserved
Unreserved - Undesignated
Total retained eamings
TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

Sewer Water Totals
Disposal Supply (Memorandum Only)
System System 2006 2005
b 161,875 § 308,005 & 469,880 3 337,384
39,537 80,362 119,899 101,886
- 37.230 37.230 33.513
201.412 425,597 627,009 472,783
312,549 765,905 1,078,454 842,800
7,889,047 18,023,668 25,912,715 25,912,715
(2,263.776) _ {2.280.114) {4.543.890) (4,026.165)
5,625,271 15,743.554 21,368,825 21,886,550

b 6.139.232 § 16935056 § 23.074.288 § 23.202.133

5 62 § 11,689 § 11,751 § 28,811
11,178 12,018 23,196 22,177
- 5,561 5,561 5,945
28,555 15,015 43,570 47,956
69.000 233,000 304,000 302.000
108.795 279,283 388.078 406,889
2.871,000 6.488 862 9.359.862 9.663.862
2,979,795 6,768,145 9,747,940 10.070.751
2,782,918 9.459.428 12,242,346 12,482,920
312,549 526,485 839,034 759,525
63.970 180.998 244,968 (111.063)
376,519 707.483 1,084,002 648.462
3.159.437 _ 10166911 13,326,348 13,131,382

] 6.139.232 § 16.935.056 3

R 23.074.288 § 23.202.133
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VILLAGE OF ONTONAGON
ENTERPRISE FUNDS
COMBINING STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN RETAINED EARNINGS
March 31, 2007
With Comparative Totals at March 31, 2006

Sewer Water Taotals
Disposal Supply (Memorandum Qoly)
System System 2007 2006
OPERATING REVENUES:
Sales and charges for services § 337,262 § 1,004,715 % 1,341,977 § 1,137,160
Fines, forfeitures, and penalties 3,692 11,164 14,856 10,280
Other revenue 923 21.286 22.209 22.520
TOTAL OPERATING REVENUES 341.877 1.037.165 1,379.043 1.169.960
EXPENSES:
Salaries, wages, and fringe benefits 38,827 269,713 308,540 284,087
Supplies, materials, and other 957 73,220 74,177 67,854
Repair and maintenance 1,762 9,842 11,604 9,228
Insurance 1,000 200 1,200 30,798
Utilities 19,809 53,194 73,003 93,502
Other services and support 7,578 48 546 56,124 64,653
Depreciation 154,680 363,044 517,724 517.115
TOTAL OPERATING EXPENSES 224,613 817,759 1.042.372 1.067.237
OPERATING INCOME (1.OSS) 117,264 219,406 336,670 102,723
NON-OPERATING REVENUES (EXPENSES):
Interest income 7,762 22,914 30,676 15,787
Interest expense (127,002) {145,379) (272,381) (279,782)
Operating transfers in 100.000 - 100,000 160.000
TOTAL NON-OPERATING REVENUES (EXPENSES) {19,240} (122.465) (141,705 103.995
NET INCOME (LOSS) 98,024 96,941 194,965 (1,272)
RETAINED EARNINGS (DEFICIT), BEGINNING OF YEAR 224,971 423,491 648,462 408,356
ADJUSTMENTS TO FUND EQUITY:
Add depreciation on contributed capital fixed assets 53.524 187.051 240.575 241,378
RETAINED EARNINGS (DEFICIT), END OF YEAR $ 376519 § 707483 $§ 1.084.002 $  648.462
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VILLAGE OF ONTONAGON

EQUIPMENT FUND
BALANCE SHEETS
March 31, 2007

With Comparative Totals at March 31, 2006

ASSETS:
Cash and cash equivalents
Due from other funds
Due from component unit
Property, plant, and equipment
Accumulated depreciation & amortization
TOTAL ASSETS

LIABILITIES:
Accounts payable
Accrued expenses
Due to other funds
Notes payable
TOTAL LIABILITIES

FUND EQUITY:
Contributed capital

Retained earnings
TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

33

2007 2006

$ 335,439 § 289,212

15,015 31,985

- 7,715

1,207,366 1,222,366
{1.005,084) (924.080)

$ 552736 8 627,198
$ 1,116 $ 7,337
. 986

- (806)

- 34,520

1116 42,037
248,780 248,780
302,840 336.381
551.620 585.161

$§ 552736 § 627,198




VILLAGE OF ONTONAGON
EQUIPMENT FUND
DETAIL STATEMENTS OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE
Year Ended March 31, 2007
With Comparative Actual Amounts for Year Ended March 31, 2006

2007 2006
OPERATING REVENUES:
Equipment rental 3 183447 8 169.926
EXPENSES:
Salaries, wages, and fringe benefits 43,440 26,434
Supplies, materials, and other 16,183 17,171
Repair and maintenance 39,527 25,523
Insurance - 6,262
Utilities 17,788 22,113
Other services and support 525 575
Depreciation 96,005 96.241
Total expenses 213.468 194,319
OPERATING INCOME {30.021) (24.393)
NON-OPERATING REVENUES (EXPENSES):
Interest income 8424 1,878
Interest expense {654) (1,734)
Operating transfers out (11.,290) -
Total non-operating revenues (expenses) _ (3.520) i44
NET INCOME (LOSS) (33,541) ' (24,249)
RETAINED EARNINGS, BEGINNING OF YEAR 336.381 360,630
RETAINED EARNINGS, END OF YEAR b 302.840 § 336.381
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VILLAGE OF ONTONAGON - DEBT SCHEDULES
LONG-TERM DEBT ACCOUNT GROUP

1998 Loan of Federal Funds - Payable to Michigan Jobs Commission

Date of Loan:
Purpose:

Original Loan Amount:
Interest Rate:
Term:

1998 - Change of effective date with Amendment #5 March 31, 2008
Renaissance Zone Industrial Park

$315,000
0% - Changed with Amendment #4 January 17, 2006
Maximum term - 20 years with no interest. The debt (up to 90%) will be forgiven

at the rate of $20,000 for each qualifying net new job created and added to the
existing job base.

Adjustment for new jobs created will be done at the end of the project period.

Year Ended

March Principal

2006 $ 4,262
2007 4,263
2008 4,262
2009 4,262
2010 4,262
2011 4,262
2012 4,262
2013 4,262
2014 4,262
2015 4,262
2016 4,262
2017 4,262
2018 4,262
2019 4262
2020 255,331

§ 315,000
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VILLAGE OF ONTONAGON -DEBT SCHEDULES
ENTERPRISE FUNDS

1996 Sanitary Sewage Disposal System Revenue Bonds

Date of Loan: October 2, 1996 Original Loan Amount: $3,000,000
Interest Rate: 4.5% Term: 40 years

Repayment of principal and interest in bi-annual payments summarized by year is as follows:

Year Ended Principal Interest

March September September March Total

2002 b 35,000 b 64,823 5 64,102 § 163,925
2003 35,000 64,103 63,315 162,418
2004 37,000 63,315 62,527 162,842
2005 39,000 62,528 61,695 163,223
2006 40,000 61,695 60,817 162,512
2007 42,000 60,818 59,917 162,735
2008 44,000 59,918 58,972 162,890
2009 46,000 58,973 57,982 162,955
2010 47,000 57,983 56,947 161,930
2011 50,000 56,948 55,890 162,838
2012 52,000 55,890 54,765 162,655
2013 55,000 54,765 53,595 163,360
2014 56,000 53,595 52,357 161,952
2015 60,000 52,358 51,097 163,455
2016 62,000 51,098 49,747 162,845
2017 65,000 49,748 48,352 163,100
2018 68,000 48,353 46,890 163,243
2019 70,000 46,890 45,360 162,250
2020 74,000 45,360 43,785 163,145
2021 78,000 43,785 42,120 163,905
2022 80,000 42,120 40,365 162,485
2023 83,000 40,365 38,565 161,930
2024 87,000 38,565 36,698 162,263
2025 92,000 36,698 34,740 163,438
2026 95,000 34,740 32,670 162,410
2027 100,000 32,670 30,533 163,203
2028 104,000 30,533 28,283 162,816
2029 110,000 28,283 25,943 164,226
2030 115,000 25,943 23,468 164,411
2031 120,000 23,468 20,880 164,348
2032 125,000 20,880 18,180 164,060
2033 130,000 18,180 15,366 163,546
2034 136,000 15,366 12,442 163,808
2035 142,000 12,443 9,382 163,825
2036 149,000 9,383 6,187 164,570
2037 155,000 6,188 161,188

py 2,878,000 § 1,528,771  § 1,463,934 § 5,870,705
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VILLAGE OF ONTONAGON - DEBT SCHEDULES

ENTERPRISE FUNDS

1997 Sanitary Sewage Disposal System Revenue Bonds

Date of Loan:
Interest Rate:

June 26, 1997
2.25%

Original Loan Amount: $493,143

Term: 20 years

Repayment of principal and interest in bi-annual payments summarized by year is as follows:

Year Ended Interest Principal

March 31 April October QOctober Total
2003 b 4,648 8 4,648 & 20,000 $ 29,296
2004 4,423 4,423 25,000 33,846
2005 4,141 4,141 25,000 33,282
2006 3,860 3,860 25,000 32,720
2007 3,579 3,579 25,000 32,158
2008 3,298 3,298 25,000 31,596
2009 3,017 3,017 25,000 31,034
2010 2,735 2,735 25,000 30,470
2011 2,454 2,454 25,000 29,908
2012 2,173 2,173 25,000 29,346
2013 1,892 1,892 25,000 28,784
2014 1,610 1,610 25,000 28,220
2015 1,329 1,329 30,000 32,658
2016 992 992 30,000 31,984
2017 654 654 55,000 56,308

TOTALS $ 40,805 § 40,805 % 410,000 § 491,610
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VILLAGE OF ONTONAGON ~ DEBT SCHEDULES
ENTERPRISE FUNDS

2004 Water Bonds - Michigan Municipal Bond Authority

Date of Loan: June 24, 2004 Original Loan Amount: $7,368,862.
Interest Rate: 2.125% Term: 30 years

Repayment of principal and interest in bi-annual payments summarized by vear is as follows:

Year Ended Interest Principal
March 31 April October October Total
2005 5 0 § 36,972 § 175,000 % 211,972
2006 76,435 76,435 235,000 387,870
2007 73,938 73,938 235,000 382,876
2008 71,441 71,441 235,000 377,882
2009 68,944 68,944 240,000 377,888
2010 66,394 66,394 240,000 372,788
2011 63,844 63,844 240,000 367,688
2012 61,294 61,294 240,000 362,588
2013 58,744 58,744 240,000 357,488
2014 56,194 56,194 240,000 352,388
2015 53,644 53,644 245,000 352,288
2016 51,041 51,041 245,000 347,082
2017 48,438 48,438 245,000 341,876
2018 45,835 45,835 245,000 336,670
2019 43,232 43,232 245,000 331,464
2020 40,628 40,628 250,000 331,256
2021 37,972 37,972 250,000 325,944
2022 35316 35,316 250,000 320,632
2023 32,660 32,660 250,000 315,320
2024 30,003 30,003 250,000 310,006
2025 27,347 27,347 250,000 304,694
2026 24,691 24,691 255,000 304,382
2027 21,982 21,982 255,000 298,964
2028 19,272 19,272 255,000 293,544
2029 16,563 16,563 255,000 288,126
2030 13,854 13,854 260,000 287,708
2031 11,091 11,091 260,000 282,182
2032 8,329 8,329 260,000 276,658
2033 5,566 5,566 260,000 271,132
2034 2,804 2,804 263,862 269,470

TOTALS § 1,167,496 § 1,204,468  § 7,368,802 % 9,740,826
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VILLAGE OF ONTONAGON - DEBT SCHEDULES
DOWNTOWN DEVELOPMENT AUTHORITY

2005 EDC Ontonagon County Loan (DDA Speculation Building)

Date of Loan: April 19, 2005 Original Loan Amount: $265,756
Interest Rate: 3.75% Term: 30 years

Repayment of principal and interest in monthly payments summarized by year is as follows:

Year Ended

March 31 Interest Principal Total
2006 b 8944 § 12315 % 21,259
2007 9,266 13,924 23,190
2008 8,735 14,457 23,192
2009 8,183 15,007 23,190
2010 7,611 15,581 23,192
2011 7,017 16,175 23,192
2012 6,399 16,793 23,192
2013 5,759 17,431 23,190
2014 5,094 18,098 23,162
2015 4,403 18,789 23,192
2016 3,686 19,504 23,190
2017 2,942 20,250 23,192
2018 2,170 21,022 23,192
2019 1,368 21,824 23,192
2020 535 22,657 23,192
2021 7 1,929 1,936

TOTALS 3 82,119 § 265,756 3 347,875
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Bruce A RuRkila, CPA, PC

310 Shelden Avenue = Houghton Mi 49931
(906) 4B2-6601 = Fax: (906) 482-9046
e-mail: help@brucerukkila.com
www.brucerukkila.com

COMMENTS AND RECOMMENDATIONS LETTER

Honorable President and Members of the Village Council
Village of Ontonagon
Ontonagon, Michigan

In connection with our audit of the financial statements of the Village of Ontonagon, Michigan, for the year ended March

31, 2007, the following concerns regarding the accounting records, procedures, and internal accounting control structure
came to our attention and are presented for your consideration.

Our comments are based upon conditions noted during our audit and are not intended to be all inclusive. These comments
are submitted as constructive suggestions to assist you in strengthening controls and procedures.

Insured Deposits

We noted approximately fifty-four (54%) of the Village's deposits are insured by the Federal Deposit Insurance
Corporation (FDIC). The Village has determined that because of the dollar amounts of cash deposits and the limits of
FDIC insurance, it is impractical to insure all bank deposits. In addition, the laws of the State of Michigan do not provide
for collateralization of bank deposits. As a result, the Village evaluates each financial institution it uses and assesses the
level of risk of each institution; only those institutions with an acceptable estimated risk level are used as depositories.

Expenditures

In order to keep the Village's management informed regarding State of Michigan regulations, we present below a list of
examples of illegal or unauthorized expenditures as defined in the Bulletin for Audits of Local Units of Government in
Michigan as revised (Appendix H). We recommend that the Village’s management familiarize themselves with this list
in order to prevent the potential for illegal or unauthorized expenditures of the Village’s funds.

» Contributions to churches, veterans, nonprofit organizations.
» Payment of funeral expense for a person injured on government property
+ Donations to a private ambulance or EMS service not under contract with the governmental unit.

» Donations, including use of property or equipment to Little League, Scouts, Big Brothers/Sisters.
= Donations to community organizations.

» Expenses for private road constructions or maintenance.
+ Office refreshments, picnics.

+ Presents to officials and employees or retirement recognitions events.
» Flowers to the sick or departed.

* Mileage of officials and employees to and from their residences to the Village.

Extra compensation unless for part of the initial salary resolution or authorized under statutory procedures for an
increase in salary.
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It has been a pleasure to provide audit services to the Village of Ontonagon. Management was prepared for the audit,
providing us with all supporting documents requested. Management was friendly, conscientious and very helpful.

We appreciate your business, thank you.

Bruee A. Ruktila, A, PC

September 27, 2007 Certified Public Accountants
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